Type of Plans and Organizational Plan Hierarchy 


Long-term and Short-term Plans 

When you decided to attend college, you had a long-term plan in mind. You would spend the 
next four or five years preparing to become a teacher, a businessperson, or perhaps an 
ecologist. Or, you may have committed two or three years to become a nurse, a medical 
technician, or an electrician. Your long-term goal was necessary to make sure that your daily 
activities would help you achieve your desired outcome. You could have just enrolled in a 
school and taken classes that looked interesting, but then where would you be in four years? 
You most likely would not have taken the courses required to qualify you for the job you want. 
An organization, especially a business, is not so different. It also needs a long-term plan to 
make sure that the daily activities of its employees are contributing to the mission and value 
statements of the organization. 

A long-term plan is crucial to the ultimate success of the organization. A long-term plan for 
many businesses, such as construction, hospitality, or manufacturing, generally extends four to 
five years into the future. For other faster-changing industries, especially technology 
companies, a long-term plan may only look two or three years into the future. After that, it 
becomes too difficult to predict the future with any degree of certainty. 

Top management is responsible for the development of the long-term plan. It is up to the CEO 
to make sure that changing conditions (both external and internal) are reflected in the 
organization’s long-term plan. The larger and more complex the organization, the larger and 
more complex the long-term plan will be to include all of the individual departments and 
functions. 

Short-term plans generally allocate resources for a year or less. They may also be referred to 
as operational plans because they are concerned with daily activities and standard business 
operations. Like long-term plans, short-term plans must be monitored and updated, and this is 
the role of middle- and first-level management. Different managerial levels have responsibility 
for implementing different types of short-term plans. For example, a department manager may 
be comfortable implementing an operational plan for the entire year for her department. A 
marketing manager may direct a three- to four-month plan that involves the introduction of a 
new product line. A team leader may only be comfortable planning and implementing very 
specific activities over the period of a month. 

Operational Plans: Standing Plans and Single-Use Plans 

An operational plan describes the specific goals and objectives and milestones set by an 
organization during a specific period. (Objectives are specific tasks undertaken to meet 
broader goals. A goal may be to increase product sales by 3 percent; an objective may be to 
hire two additional sales agents.) It will allocate the tangible resources (labor, equipment, 
space) and authorize the financing necessary to meet the objectives of the plan. There are two 
types of operational plans: standing plans and single-use plans. 

• Standing plans are plans designed to be used again and again. Examples include policies, 
procedures, and regulations. The advantage of standing plans is that they foster unity and 
fairness within an organization and help to support stated organizational values. Managers don’t 



have to make unique decisions already addressed by various organizational policies. Standing 
plans also save time because managers know in advance how to address common situations. 
Finally, standing plans aid in the delegation of work, because employees are already familiar with 
the procedures and regulations followed by the organization. 

• Single-use plans refer to plans that address a one-time project or event. The length of the plans 
varies, but the most common types are budgets and project schedules. The obvious advantage 
of a single-use plan is that it can be very specific in how it addresses the needs of a particular 
situation. 


Top 

Management 


Long-term 

plan 


Middle 

Management 


Middle and 

First-level 

Management 



Policies, Procedures, and Regulations 

As stated above, the most common examples of standing use plans are policies, procedures, 
and regulations. These plans are usually published and handed out to new hires or posted on 
the organization’s employee website for easy reference. 

• Policies provide broad guidelines for the smooth operation of the organization. They 
cover things like hiring and firing, performance appraisals, promotions, and discipline. For 
example, a company may have a policy to encourage recycling in the workplace or a 
policy that prohibits personal cell phone use in manufacturing areas. 

• Procedures are steps to be followed in established and repeated operations. 

Procedures should reflect the policies of the company and support the organization’s 
long-term goals. Procedures may also detail steps that should be followed to ensure 
employees are disciplined in a fair and unbiased manner. For example, if employees feel 
that other employees interacted with them in an inappropriate manner, then they should 
follow the procedure for bringing this to management’s attention. Or, the organization 
may establish procedures for what to do in cases of emergencies, such as a fire or toxic 
spill. 

• Regulations refer to what is allowable and what is strictly prohibited in an organization. 

In other words, a regulation is a kind of rule that addresses general situations. In many 
hospitals and laboratories, for example, there are safety regulations against wearing 
open-toed shoes or shoes with slippery soles. State and federal governments frequently 
issue regulations for industries that impact public safety. 






The Role of Budgets in the Planning Process 


Refer back to Figure 1 and locate the box labeled “Budgets.” Notice that budgets are examples 
of single-use, short-term plans. An organization’s budget is a document that details the 
financial and physical resources allocated to a project or department. They are single-use 
plans because they are specific to a particular period or event. For example, departments may 
have a hiring budget that allocates a certain number of positions and a total salary value for a 
calendar year. Next year, that budget may be the same or it may change, depending upon 
conditions in the organization. But it cannot be assumed that the budget will stay the same. 
Zero-based budgets look at each budget as if it were brand new and require managers to 
justify each of the budgeted items. This process ensures that budgets are closely tied to the 
latest organizational goals. 

Managers deal with a variety of budget types: 

• Financial budgets include balance sheets, income/expense statements, and statements 
of cash flow. 

• Operating budgets project revenue against expenditures. 

• Nonmonetary budgets allocate resources such as labor, workspace, and equipment use. 

• Fixed budgets are budgets that do not change with increased or decreased activities, 
such as sales revenue. They are also called static budgets. 

• Flexible budgets will vary with the level of activity (grow or be reduced according to 
changing conditions). 

Budgets are a very important planning tool, and organizations take their budgeting process 
very seriously. Some managers spend most of their time making sure that the expenses and 
projects they control do not exceed authorized spending limits. To routinely “go over budget” is 
a sign of a poor planning—and planning is one of the basic management functions. In some 
cases, to routinely come in under budget is also viewed negatively, because with more 
accurate budgeting those committed resources could have been allocated to other projects. 
Often, projects compete for limited resources, so the best budget is the one that most closely 
projects actual expenses and revenue. 
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